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M&A Boom To Continue In 2015 With Deal-Friendly Economy 

By Zachary Zagger 

Law360, New York (January 02, 2015, 2:19 PM ET) -- The mergers and acquisitions boom will continue in 
2015 as stable stock markets and low interest rates combined with years of still unrealized pent-up 
demand will drive dealmaking, M&A attorneys say. 
 
Despite some early doubts, the M&A market returned to glory in 2014, hitting pre-recession levels with 
global deal values soaring to almost $2.5 trillion for the first three quarters, putting it on pace for the 
best year since 2007, according to statistics from industry research group MergerMarket. 
 
“I think there is a phenomenon where big deals beget more deals,” said Stephen I. Glover, co-chair 
of Gibson Dunn & Crutcher LLP’s mergers and acquisitions practice. “Big deals send a signal to 
everybody else in the market that people doing those transactions are confident and it makes other 
people feel confident about pulling the trigger. … There are also shifts in the competitive landscape that 
flow out of deals that make other people think they need to follow suit to restore their position.” 
 
With economic factors remaining fertile for dealmaking, many experts are optimistic that, barring any 
unforeseen major crises, 2014’s M&A activity will pour over into the new year. 
 
Here, M&A attorneys give their outlook on some of the major issues in M&A for 2015. 
 
M&A Activity To Remain Strong 
 
M&A experts agree that with the stabilizing U.S. economy, availability of cheap capital, companies with 
cash on their balance sheets and private equity firms and activists funds carrying loads of dry powder to 
work with, the M&A market will stay active at least in the beginning of 2015. 
 
“I see nothing on the horizon that is going to slow things down,” said Philip Richter, co-head of Fried 
Frank Harris Shriver & Jacobson LLP’s mergers and acquisition practice. “You have companies that are 
looking for growth and one of the ways they see to achieve that growth is through M&A.” 
 
The M&A boom of 2014 was driven largely by the U.S., which according to MergerMarket accounted for 
nearly 45 percent of deal values through the first three quarters of 2014, as employment numbers 
ticked up over the year and consumer confidence grew. With economic factors in 2014 coming together, 
the atmosphere was finally right for dealmakers to start realizing the pent-up demand built during the 
lean years following the recession.  
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“It seemed like every year around this time, experts in the industry thought the conditions were right for 
a breakout … but yet for one reason or another … there seemed to be an array of factors that kept 
people from pulling the trigger,” said Brian W. Duwe, an M&A partner at Skadden Arps Slate Meagher & 
Flom LLP. 
 
“Given that we have gone through a period of relatively low M&A activity, there are assets that need to 
be moved to higher valued uses,” he said. “You can think of that as pent-up demand or a misallocation 
because the market has not been that liquid.” 
 
According to KPMG's 2015 M&A Outlook Survey of M&A professionals from U.S. corporations, private 
equity firms and investment banks, an astounding 82 percent of the respondents said they were 
planning to make at least one acquisition in 2015, while 10 percent said they planned 11 or more deals 
for 2015. 
 
Deal Value Will Continue To Grow 
 
Several blockbuster deals nearing the $50 billion level, particularly in the pharmaceuticals and 
telecommunications sectors, pushed overall deal value up in 2014 despite deal volume seeing a more 
modest increase. This included the proposed $45 billion merger between Comcast Corp. and Time 
Warner Cable Inc. and a AT&T Inc.'s proposed $49 billion deal to acquire DirecTV, in addition to medical 
device maker Medtronic Inc.'s $43 billion merger with rival Covidien PLC. 
 
“We are seeing a significant boost in the value of M&A activity, so people are spending more money on 
M&A, but in terms of actual deals that corporates and private equity players pursue has remained 
relatively flat over the past few years,” said George A. Casey, who heads Shearman & Sterling 
LLP’s global mergers & acquisitions group. 
 
“People are not chasing deals," he said. "They are going for strategic deals that actually matter to them 
and taking their time to understand and negotiate them." 
 
Still, many experts believe that we will continue to see megadeals in 2015 in addition to an uptick of 
smaller deals. Based on activity for the first three quarters of 2014, M&A deal volumes are projected to 
increase between 10 percent and 14 percent in the first quarter of 2015, as compared to the first 
quarter of 2014, according an Intralinks Inc. report released in October. 
 
Additionally, KPMG's survey suggests that while volume will be driven by smaller and middle-market 
transactions, that deal values are increasing. According to the survey, 50 percent of respondents said 
the average enterprise value per acquisition would be under $250 million, while 27 percent said it would 
be between $500 million and $999 million, compared to 77 percent of respondents in the prior year's 
survey saying values would be less than $250 million.  
 
“It is no secret that big corporations have an enormous amount of cash on their balance sheets, there’s 
an extraordinary amount of money in private equity funds, the world is awash with liquidity and capital 
is cheap," said Carl D. Roston, co-head of Akerman LLP's mergers and acquisitions and private equity 
practice. "Strategics have a need to show growth and organic is slow, so acquisitions are a strategy.” 
 
 



 

 

Activists Will Still Drive Dealmaking 
 
Activist investors will continue to stir the M&A pot in 2015 as funds have not only built huge war chests 
that they have only just begun to deploy, but are becoming more calculated and more aggressive in 
their strategies, experts say. 
 
“The era of activist investors is definitely with us, at least for the next few years,” said Lee Meyerson, 
who heads Simpson Thacher & Bartlett LLP's mergers and acquisitions and financial institutions 
practices. “A huge amount of capital has poured into their funds and the more successful ones have 
generally adopted a much more thoughtful, carefully researched approach to their activist campaigns 
for corporate change that appeals to institutional investors." 
 
Though activists have been around for a while, attorneys say the current activist funds are a new breed 
that have become a mainstream asset class, as these funds do not look to simply bully companies to 
make a quick payout but are making strategic investments and bringing a plan to improve or reform 
companies. 
 
“In many cases when they show up in a company, they have a well-researched program for corporate 
change. It may not be the right answer in the end, but it is often a well articulated proposal for what the 
company should be doing to improve its performance,” Meyerson said. 
 
As was the case with the partnership between Valeant Pharmaceuticals International Inc. and activist 
investor Bill Ackman’s Pershing Square Capital Management LP, which made a drawn-out but ultimately 
ill-fated takeover bid for Botox maker Allergan Inc. earlier this year. The partnership was thwarted when 
Allergan chose a $66 billion white knight deal with rival drugmaker Actavis PLC. 
 
Still, despite Valeant failing in its attempt to takeover Allergan, the ordeal worked out well for Pershing 
Square, which is in line to realize $6 billion from the Actavis deal. This kind of success will only fuel 
activists’ confidence, experts say. 
 
“I think activists may look at that deal and see it as more evidence that activists have the ability to make 
deals happen,” Glover said. “Although the specific deal Pershing Square was pursuing may not have 
been the winner, it shows that there are opportunities for activists to get rewards by taking a position in 
companies.” 
 
U.S. Anti-Inversion Rules Will Not Deter Cross-Border Deals 
 
Though regulatory changes have taken away many of the tax benefits of cross-border inversion deals, 
where a U.S. company merges with a company in a tax-friendly jurisdiction, attorneys say this will not 
have a material impact on cross-border dealmaking in 2015. 
 
Last year, the Obama administration instituted several rule changes stripping away tax benefits of 
inversion deals in an effort to stem the flood of U.S. companies, particularly in the pharmaceutical 
sector, looking to merge with foreign companies. The pharma, medical and biotech sector saw the 
highest total deal value on record at $352.5 billion through the first three quarters of 2014, according 
to Mergermarket. 
 
“There were a few industries, primarily pharmaceuticals, where it became a competitive race once the 
first large company announced an inversion deal and analysts began quantifying what the potential tax 



 

 

savings were going to be,” Meyerson said. “Still, inversion transactions have not been, by any means, 
the main driver of M&A activity. With the proposed tax changes, there could be far fewer of them going 
forward, but that's not to say that cross-border strategic transactions will not slow down." 
 
This crackdown has slowed the move of companies pursuing straight inversion deals, notably putting an 
end to a $55 billion deal to fold British drugmaker Shire PLC into rival AbbVie Inc., which would have 
been one of the largest deals of the year. The companies had remained committed to the deal but 
eventually decided to scrap deal plans, saying the tax rule changes hurt its value.  
 
Still, experts say the anti-inversion policies will not deter cross-border deals between U.S. and non-U.S. 
companies because most cross-border deals have an independent business purpose that makes them 
desirable regardless of potential tax savings. 
 
“Crossborder M&A transaction have been done and will continue to be done,” Casey said. “True 
strategic cross border deals will not be deterred. … However, we probably will see a slow down overall, 
in what people call inversion transactions.” 
 
Low Oil Prices Could Spur Deal Activity 
 
Many experts expect the drop in oil prices in 2014 to impact dealmaking in 2015, particularly with 
energy exploration and production companies as they adjust to the changing valuation of their reserves. 
 
Some say that lower prices could result in less drilling activity, causing a consolidation across the 
industry mostly among exploration companies. 
 
Robert B. Little, an M&A partner with Gibson Dunn, said that he expects the drop in oil prices to cause a 
temporary lull in large deals among major energy companies as they sit and wait for prices to bottom 
out before making a move, but that once prices settle, M&A activity will pick up again. 
 
However, in the meantime, the dropping oil prices may present an opportunity for those looking to 
acquire smaller E&P companies, Little said. 
 
“The drop in oil prices has already slashed the value of those companies significantly,” he said. “I think 
you will see bargain hunters try to snap up some attractive assets without waiting for things to settle if 
they can arrive at terms with sellers, who are going to be strapped and distressed due to the drop in 
prices and may be willing to agree.” 
 
--Editing by Emily Kokoll. 
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